
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

I n  t h e  Matter of :  

AN ADJUSTMENT OF RATES OF COLUMBIA ) CASE NO. 9554 
GAS OF KENTUCKY 1 

O R D E R  

I T  IS ORDERED t h a t  Columbia  Gas of Kentucky, I n c . ,  

("Columbia") s h a l l  f i l e  a n  o r i g i n a l  a n d  1 2  c o p i e s  of t h e  f o l l o w i n g  

i n f o r m a t i o n  w i t h  t h i s  Commission,  w i t h  a copy to  a l l  p a r t i e s  of- 

record, by  September 9 ,  1 9 8 6 ,  or w i t h i n  2 weeks a f t e r  the da te  o f  

t h i s  Order ,  w h i c h e v e r  is l a t e r .  Each copy of t h e  data  r e q u e s t e d  

s h o u l d  be p l a c e d  i n  a bound volume w i t h  each i t e m  tabbed. When a 

number of s h e e t s  are r e q u i r e d  for a n  item, each s h e e t  s h o u l d  be 

a p p r o p r i a t e l y  i n d e x e d ,  f o r  example, I t e m  l ( a ) ,  S h e e t  2 of 6 .  

I n c l u d e  w i t h  each r e s p o n s e  t h e  name of t h e  w i t n e s s  who w i l l  be 

r e s p o n s i b l e  for r e s p o n d i n g  to  q u e s t i o n s  r e l a t i n g  t o  t h e  i n f o r m a -  

t i o n  provided. C a r e f u l  a t t e n t i o n  s h o u l d  be g i v e n  t o  copied 

material  t o  i n s u r e  t h a t  i t  is l eg ib l e .  Where i n f o r m a t i o n  

r e q u e s t e d  h e r e i n  h a s  b e e n  p r o v i d e d  a l o n g  w i t h  t h e  o r i g i n a l  app l i -  

c a t i o n ,  i n  the format r e q u e s t e d  h e r e i n ,  reference may be made t o  

t h e  s p e c i f i c  l o c a t i o n  of said i n t o r m a t i o n  i n  r e s p o n d i n g  t o  t h i s  

i n f o r m a t i o n  r e q u e s t .  When a p p l i c a b l e ,  t h e  i n f o r m a t i o n  r e q u e s t e d  

h e r e i n  s h o u l d  be p r o v i d e d  for total company o p e r a t i o n s  and jurie- 

dictional operations, S e p a r a t e l y .  It ne i t h e r  t h e  r e q u e s t e d  



i n f o r m a t i o n  n o r  a m o t i o n  for a n  e x t e n s i o n  of t i m e  i s  f i l e d  by t h e  

s t a t e d  da te ,  t h e  case may be d i smis sed .  

I n f o r m a t i o n  R e q u e s t  No. 3 

1. With regard to  t h e  c o n s t r u c t i o n  of the f a c i l i t i e s  to  

serve TOyOta, please p r o v i d e  t h e  e x p e c t e d  c o m p l e t i o n  date.  

2. With  regard to t h e  c o n s t r u c t i o n  of t h e  f a c i l i t i e s  t o  

s e r v e  Toyota, please provide C o l u m b i a ' s  bes t  estimate of o n g o i n g  

sales, b o t h  Mcf's a n d  r e v e n u e s ,  t o  T o y o t a .  Please p r o v i d e  t h e  

c a l c u l a t i o n s ,  a s s u m p t i o n s  and a n a r r a t i v e  s u p p o r t i n g  the estimate.  

3. W i t h  regard t o  C o l u m b i a ' s  r e s p o n s e  t o  I t e m  No. 3 of t h e  

Commiss ion ' s  s e c o n d  r e q u e s t ,  p lease p r o v i d e :  

a. A n a r r a t i v e  d e s c r i b i n g  t h e  c i r c u m s t a n c e s  r e s u l t i n g  

in t h e  g a i n  on r e a c q u i r e d  d e b t ;  

b. The j o u r n a l  e n t r y  t o  record t h e  g a i n ;  

C .  Columbia's share of t h e  g a i n ;  

d. The m e t h o d  of c a l c u l a t i n g  Columbia's  share of t h e  

g a i n ;  

e .  The date  when t h e  g a i n  w a s  r e c o g n i z e d  o n  Columbia 's  

books ;  

f .  The amount  of Columbia's s y s t e m  wide g a i n :  and 

g .  The da t e  t h e  Columbia system recognized t h e  g a i n .  

4.  W i t h  regard t o  Columbia's response to I t e m  No. 4 of t h e  

Commission's s e c o n d  d a t a  r e q u e s t ,  please prov ide  for each o t  t h e  

f o l l o w i n g  i t e m s  of t a x  c r ed i t  de fe r r a l  i n  A c c o u n t  283, a spec i f i c  

e x p l a n a t i o n  of t h e  c i r c u m s t a n c e s  w h i c h  created t h e  t a x  v e r s u s  book 

timing d i f f e r e n c e  and Columbia's rea80n for n o t  a c c o u n t i n g  for t h e  

t a x  c r e d i t s  as p a r t  of ra te  base. 
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A c c o u n t  
Number D e s c r i p t i o n  Amount 

283-1041 U n c o l l e c t i b l e  A c c o u n t s  F e d e r a l  $ 1 1 8 , 2 8 1  

283-1042 U n c o l l e c t i b l e  A c c o u n t s  S t a t e  1 6 , 7 2 4  

283-1071 D e f e r r e d  G a s  P u r c h a s e  C o s t s  F e d e r a l  2 ,381 ,646  

283-1072 D e f e r r e d  G a s  P u c h a s e  C o s t s  S t a t e  

283-1081 P r o p e r t y  T a x e s  F e d e r a l  

283-1082 P r o p e r t y  T a x e s  S t a t e  

3 6 1 , 1 1 7  

155 ,567  

361 ,117  

283-1191 I n t e r e s t  on P r i o r  Year F I T  F e d e r a l  6 6 , 4 5 1  

283-1192 I n t e r e s t  o n  P r i o r  Year F I T  S t a t e  1 0 , 0 7 5  

283-1421 U n b i l l e d  Revenue  F e d e r a l  3 ,055 ,732  

283-1422 U n b i l l e d  Revenue S t a t e  4 4 2 , 1 0 4  

283-2561 D i s t r i b u t i o n  I n f o r m a t i o n  Sys t em 
F e d e r a l  1 1 3 , 2 8 3  

283-2562 D i s t r i b u t i o n  I n f o r m a t i o n  Sys t em S ta t e  1 6 , 3 7 8  

283-2721 C a p i t a l i z e d  I n t e r e s t  Dur ing  
C o n s t r u c t i o n  Federal 3 6 , 6 4 5  

283-2801 AFUDC F e d e r a l  6 ,797  

283-2802 AFUDC State  9 4 3  

5 .  With regard to C o l u m b i a ' s  response t o  Item No. 6 of the 

Commiss ion ' s  s e c o n d  d a t a  r e q u e s t  , why c a n n o t  m o n t h l y  labor be 

raatatod a t  test-parion yoar a n d  wago rate87 

6.  Wi th  r e g a r d  to C o l u m b i a ' s  r e s p o n s e  t o  I t e m  No. 7 of t h e  

Commiss ion ' s  s e c o n d  d a t a  r e q u e s t l  Columbia  s t a t e d  t h a t  the 

$ 4 5 8 , 0 3 4  wage i n c r e a s e  b e g i n s  i n  December 1986.  The u n i o n  

c o n t r a c t  p r o v i d e d  i n  r e s p o n s e  to  I t e m  4 3  of t h e  C o m m i s s i o n ' s  f i r s t  

r e q u e s t  e x p i r e s  i n  December 1 9 8 6 .  On wha t  b a s i s  d o e s  t h e  wage 

increase of $458,084 meet known a n d  m e a s u r a b l e  criteria? On what 
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basis does t h e  wage a d j u s t m e n t  meet t h e  c r i t e r i a  of the m a t c h i n g  

conception i n  r e g a r d  t o  r e v e n u e s ,  e x p e n s e s  r a t e  base and c a p i t a l ?  

7. I n  regard  to  I t e m  No. 9 of t h e  Commiss ion ' s  s e c o n d  

request,  Columbia s ta ted  t h a t  it f a v o r e d  a 5 - y e a r  a v e r a g e  of 

o r d i n a r y  u n c o l l e c t i b l e  a c c o u n t s  t o  d e t e r m i n e  a n o r m a t i v e  amount  of 

u n c o l l e c t i b l e s ;  h o w e v e r ,  Columbia  d i d  n o t  comment on the u s e  of a 

w e i g h t e d  p e r c e n t a g e ,  a s imple  a v e r a g e  o f  t h e  a b s o l u t e  a m o u n t s  or a 

s i m p l e  avarage o€ the p e r c e n t a g e  of n e t  u n c o l l e c t i b l e s  to 

r e v e n u e s .  Why d i d  Columbia  choose a s i m p l e  a v e r a g e  o t  t h e  

a b s o l u t e  a m o u n t s  of o r d i n a r y  u n c o l l e c t i b l e s ?  

8.  For t h e  p a s t  5 year  h i s t o r y  of u n c o l l e c t i b l e  a c c o u n t s  

(1981 t h r o u g h  1985) please provide t h e  n e t  charge offs for 

r e s i d e n t i a l  s a l e s ,  s m a l l  i n d u s t r i a l  a n d  commercial s a l e s ,  

i n d u s t r i a l  sales a n d  sales for resale.  

9. I n  r e f e r e n c e  t o  C o l u m b i a ' s  r e s p o n s e  to  I t e m  1 4  of the 

C o m m i s s i o n ' s  s e c o n d  d a t a  r e q u e s t ,  was a 3 3 - y e a r  u s e f u l  l i f e  

u t i l i z e d  t o  d e t e r m i n e  a depreciation rate for e a c h  v i n t a g e  of 

m a i n s  when i n s t a l l e d ?  If  not, p l e a s e  p r o v i d e  for each v i n t a g e  of 

p ipe ,  the o r i g i n a l  u s e f u l  l i f e  and t h e  da te  and  u s e f u l  l i f e  of a n y  

s u b s e q u e n t  u s e f u l  1 i v e s .  

10. With r e f e r e n c e  to Columbia's  r e s p o n s e  to  I t e m  No. 15 of 

t h e  C o m m i s s i o n ' s  s e c o n d  da ta  r e q u e s t ,  w a s  a 2 0 - y e a r  u s e f u l  l i f e  

u t i l i z e d  to  d e t e r m i n e  a d e p r e c i a t i o n  r a t e  for e a c h  v i n t a g e  of 

services when I n s t a l l e d ?  If n o t ,  please p r o v i d e  tor e a c h  v i n t a g e  

of p i p e ,  t h e  o r i g i n a l  u s e f u l  l i f e  a n d  t h e  d a t e  a n d  re la ted  u s e f u l  

l i f e  of any s u b s e q u e n t  u s e f u l  l i v e s .  
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11. I n  r e g a r d  to  C o l u m b i a ' s  r e s p o n s e  t o  I t e m  No. 1 2  of t h e  

Commiss ion ' s  s e c o n d  r e q u e s t ,  p lease e x p l a i n  h o w  a n e g a t i v e  o r  

p o s i t i v e  s a l v a g e  v a l u e  e x t e n d s  or s h o r t e n s  r e s p e c t i v e l y  t h e  u s e f u l  

l i f e  of m a i n s  a n d  s e r v i c e s .  

12. I n  regard to  S e r v i c e s ,  A c c o u n t  No. 380, please provide 

an  e x a m p l e  of t h e  n a t u r e ,  p u r p o s e  and  b e h a v i o r  of t h e  costs  of 

n e g a t i v e  s a l v a g e  v a l u e .  The e x a m p l e  s h o u l d  i n c l u d e  a d e s c r i p t i o n  

of t h e  cost ,  t h e  purpose for i n c u r r i n g  t h e  cost, a r e p r e s e n t a t i v e  

c o s t  amount  and  the j o u r n a l  e n t r y  t o  record t h e  costs.  

13. I n  r e g a r d  t o  Mains ,  A c c o u n t  NO. 376,  please p r o v i d e  an 

e x a m p l e  of t h e  n a t u r e ,  pu rpose  and  b e h a v i o r  of t h e  costs  of 

n e g a t i v e  s a l v a g e .  The e x a m p l e  s h o u l d  i n c l u d e  a d e s c r i p t i o n  of t h e  

cos t ,  t h e  p u r p o s e  for i n c u r r i n g  t h e  cost ,  a r e p r e s e n t a t i v e  cost 

amount  and  t h e  j o u r n a l  e n t r y  to  record t h e  costs.  

14. If, on a v e r a g e ,  m a i n s  h a v e  a n e g a t i v e  s a l v a g e  v a l u e ,  

what  n e c e s s i t a t e s  r e c l a i m i n g  t h e  m a i n s  r a t h e r  t h a n  m e r e l y  

abandoning the  mains.  Please p r o v i d e  d o c u m e n t a t i o n .  

15. If, on a v e r a g e ,  s e r v i c e s  h a s  a n e g a t i v e  s a l v a g e  v a l u e ,  

w h a t  n e c e s s i t a t e s  r e c l a i m i n g  t h e  s e r v i c e  ra ther  t h a n  m e r e l y  

a b a n d o n i n g  t h e  s e r v i c e s .  P l e a s e  p r o v i d e  d o c u m e n t a t i o n .  

16. P r o v i d e  a s c h e d u l e  of Columbia  Gas S y s t e m ' s  o u t s t a n d i n g  

short-term debt  for t h e  tes t  y e a r  e n d i n g  December 31, 1985.  This 

echedule ehould ehow the amoun t  outatanding, the effective 

i n t e r e s t  r a te  a n d  t h e  a n n u a l i z e d  i n t e r e s t  e x p e n s e  for e a c h  n o t e .  

17. I n  r e s p o n s e  to the C o m m i s e i o n ' s  s e c o n d  Data R e q u e s t ,  

I t e m  23, S h e e t  2 of 6 ,  you h a v e  n o r m a l i z e d  y o u r  a d j u s t m e n t  o n  l i n e  

( 9 ) ,  AS, t o  a f l e x  price of .239 per Mcf a n d  on  l i n e  10, A6, to  a 
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f l e x  price of - 0 5  per Mcf. Supply s o u r c e  of these ra te8  a n d  all 

w o r k  papers  u s e d  i n  t h e  d e t e r m i n a t i o n  of t h e s e  r a t e s .  

18. S u p p l y  t h e  amount  ot gas t r a n s p o r t e d  u n d e r  DS t a r i f f  

d u r i n g  t h e  test  p e r i o d  a n d  t h e  f l e x  p r i ce  a d j u s t m e n t .  Also, t h e  

p o i n t  of origin of t h e  gas  t r a n s p o r t e d  d u r i n g  t h e  tes t  per iod 

u n d e r  the DS tariff ( p o i n t  of o r i g i n  is w h e r e  t h e  gas o r i g i n a t e d  

s u c h  as L o u i s i a n a ,  Oklahoma, T e x a s ,  Western Kentucky or E a s t e r n  

K e n t u c k y ) .  

19.  If you w e r e  a s k e d  to  f u r t h e r  s u b d i v i d e  c u s t o m e r s  i n  low 

p r e s s u r e  a n d  h i g h  p r e s s u r e  c l a s s i f i c a t i o n s ,  w h a t  c a t e g o r i e s  would 

you  u s e  a n d  wha t  f a c t o r s  w o u l d  be s i m i l a r  w i t h i n  t h s e  categories? 

( T e s t i m o n y  of W. L. Payne . )  

20. S t a t e  t h e  reasons which  s u p p o r t  t h e  a s s u m p t i o n  t h a t  

number of c u s t o m e r s  is t h e  p r i m e  d e t e r m i n a t e  of costs. ( T e s t i m o n y  

of W .  L. Payne.) 

21. What cos t s  are  a d i rec t  r e s u l t  of volume of sales? 

( ' r e s t i m o n y  of W. L. P a y n e . )  

Done a t  F r a n k f o r t ,  K e n t u c k y ,  t h i s  27th day of +t, 1986, 

PUBLIC SERVICE COMMISSION 

#A!Ld4/&/ 
For  t h e  Commission 

ATTEST: 

Executive Director 


